
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

t * * * 

I n  t h e  Matter of: 

THE APPLICATION OF HIGHLAND 1 
TELEPHONE COOPERATIVE, I N C . ,  FOR ) CASE NO. 899, ORDER AUTHORIZING ADJUSTMENT OF ) 
RATES AND CHARGES 1 

O R D E R  

IT IS ORDERED that Highland Telephone Cooperative, Inc. ,  

( m H i g h l a n d m )  s h a l l  f i l e  a n  o r i g i n a l  and  e i g h t  copies of t h e  

f o l l o w i n g  i n f o r m a t i o n  w i t h  t h e  Commission, w i t h  a copy t o  a l l  

par t ies  of record by J u l y  2 7 ,  1984. Each  copy of t h e  da ta  

r e q u e s t e d  s h o u l d  be placed i n  a bound volume w i t h  e a c h  i t e m  

tabbed. Where a number of s h e e t s  are r e q u i r e d  for a n  i t e m ,  each 

sheet s h o u l d  be appropr ia te ly  i n d e x e d ,  for example ,  I t e m  1( a ) ,  

Sheet  2 of 6 .  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  to copied 

material  t o  i n s u r e  t h a t  it is l e g i b l e .  H i g h l a n d  s h a l l  f u r n i s h  

w i t h  each response t h e  name of t h e  w i t n e s s  w h o  w i l l  be ava i l ab le  

a t  t h e  p u b l i c  h e a r i n g  for r e s p o n d i n g  t o  q u e s t i o n s  c o n c e r n i n g  e a c h  

area of i n Z o r m a t i o n  r e q u e s t e d .  Where i n f o r m a t i o n  r e q u e s t e d  h e r e i n  

has b e e n  provided a l o n g  w i t h  t h e  o r i g i n a l  a p p l i c a t i o n ,  i n  t h e  

format r e q u e s t e d  h e r e i n ,  r e f e r e n c e  may be made t o  t h e  s p e c i f i c  

l o c a t i o n  of sa id  i n f o r m a t i o n  i n  r e s p o n d i n g  to  t h i s  i n f o r m a t i o n  

r e q u e s t .  If n e i t h e r  t h e  r e q u e s t e d  i n f o r m a t i o n  n o r  a m o t i o n  for a n  

e x t e n s i o n  of t i m e  is f i l e d  by t h e  e ta ted  d a t e ,  t h e  came may be 

d i8mi88ed. 



I 

I 

1. The detailed work papers showing calculations 

supporting all accounting, pro forma, end-of-period, and proposed 

rate adjustments in t h e  rate application to revenue, expense, 

investment, and reserve accounts for the test year and a complete 

detailed narrative explanation for each adjustment including the 

reason why each adjustment is required. Explain in detail all 

components used in each calculation including the methodology 

employed and all assumptions applied in the derivation Of each 

adjustment. Index each calculation to the accounting, pro forma, 
end-of-period, and proposed rate adjustment which it supports. 

2. An analysis of Account 323 - Miscellaneous Income 

Charges for the test period. This analysis should show a complete 

breakdown of t h i s  account as  shown in attached F o r m a t  2 5 c ,  and 

further pKOVfde all detailed working papers supporting t h i s  

analysis. A s  a minimum the work papers should show the date, 

vendor, reference (i.e., voucher no, etc.), dollar amount and 

b r i e f  description of each expenditure. Detailed analysis is not 

required for amounts of less than $500 provided t h e  items are 

grouped by classes as shown in Format 25c attached. 

3. A detailed analysis of contributions for charitable and 

political purposes (in cash or services). This analysis should 

indicate the amount of the expenditures, the recipient of the 

contribution, and the specific account charged. 

4. Provide a statement describing the applicant's lobbying 

actfvfties and a schedule showing the name of t h e  individual, hie 

salary, the organizations or trade associations involved in and 

all company-paid or reimbursed expenses  or allowances and the 
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a c c o u n t  c h a r g e d  for a l l  p e r s o n n e l  for whom a p r i n c i p a l  f u n c t i o n  f a  

t h a t  of lobbying,  o n  the local, s t a t e ,  or n a t i o n a l  l e v e l .  If a n y  

amounts  are allocated,  show a c a l c u l a t i o n  of t h e  factor  used t o  

a l locate  each amount.  

5. A s c h e d u l e  of salaries and  wages for t h e  t e s t  year and 

e a c h  of t h e  5 c a l e n d a r  y e a r s  p r e c e d i n g  t h e  test  y e a r .  For e a c h  

t i m e  period p r o v i d e  t h e  amount  of o v e r t i m e  pay. 

6 .  A deta i led  a n a l y s i s  of expenses i n c u r r e d  d u r i n g  t h e  

test  y e a r  for p r o f e s s i o n a l  s e r v i c e s  as shown i n  attached Format 

26, a n d  a l l  d e t a i l e d  work ing  p a p e r s  s u p p o r t i n g  t h i s  a n a l y s i s .  A t  

m i n i m u m  t h e  work papers s h o u l d  s h o w  t h e  p a y e e ,  d o l l a r  amoun t ,  

r e f e r e n c e  ( i .e . ,  v o u c h e r ,  n o ,  etc.) a c c o u n t  c h a r g e d ,  h o u r l y  rates 

and t i m e  c h a r g e d  t o  t h e  u t i l i t y  a c c o r d i n g  to  each i n v o i c e ,  and  a 

brief descr ip t ion  to  t h e  s e r v i c e  p r o v i d e d .  

7 .  P r o v i d e  t h e  name and a d d r e s s  of e a c h  member of the 

Board of Directors of Highland along with h i s  or her personal 

m a i l i n g  a d d r e s s .  I f ,  d u r i n g  t h e  course of these p r o c e e d i n g s ,  a n y  

c h a n g e s  occur i n  b o a r d  membership, provide an update to  this 

request. 

8. The f o l l o w i n g  m o n t h l y  balances and  a calculat ion of the 

1 3  month avorage nuts  for t h e  t o n t  yoat operstianna 

a. P l a n t  i n  S e r v i c e  

b. P r o p e r t y  Held €or F u t u r e  Use 

C. P l a n t  Acquisition A d j u s t m e n t  

d .  C o n s t r u c t i o n  Work i n  P r o g r e s s  - separate this 

balance i n t o  CWIP t h a t  is e l i g i b l e  f o r  in terest  d u r i n g  c o n s t r u c -  

tion and other CWIP. 
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e. D @ p r e c i a t i o n  R e s e r v e  

f .  O t h e r  I n v e s t m e n t s  

g .  M i s c e l l a n e o u s  P h y s i c a l  P r o p e r t y  

h. Material and S u p p l i e s  

i. Cus tomer  Deposits 

j .  S h o r t - t e r m  Debt ( I n t e r e s t  o n  S h o r t - t e r m  Debt 

Expense) 

9. Provide t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  regard to 

u n c o l l e c t i b l e  a c c o u n t s  for t h e  tes t  year  and  t h e  5 p r e c e d i n g  

y e a r s  . 
a. R e s e r v e  a c c o u n t  b a l a n c e  a t  t h e  b e g i n n i n g  of t h e  

year. 

b. Charges t o  r e s e r v e  a c c o u n t .  

C. C r e d i t s  t o  r e s e r v e  a c c o u n t .  

d. C u r r e n t  y e a r  p r o v i s i o n .  

e.  R e s e r v e  a c c o u n t  b a l a n c e  a t  t h e  end  of t h e  y e a r .  

f .  P e r c e n t  of p r o v i s i o n  to  t o t a l  r e v e n u e .  

10.  A c a l c u l a t i o n  of t h e  ra te  or rates or o t h e r  me thodo logy  

used to c a p i t a l i z e  i n t e r e s t  d u r i n g  c o n s t r u c t i o n  f o r  t h e  tes t  year 

and t h e  3 p r e c e d i n g  years. Provide a n a r r a t i v e  e x p l a n t i o n  of each 

component  e n t e r i n g  i n t o  t h i s  c a l c u l a t i o n .  

11. a. A l i s t i n g  of n o n - u t i l i t y  p r o p e r t y  and  property 

taxes and a c c o u n t s  w h e r e  amounts are recorded. 

b. A a c h e d u l e  for a l l  n o n - u t i l i t y  p r o p e r t y  g i v i n g  a 

description, the d a t e  p u r c h a s e d  and t h e  cost.  

12.  The i n f o r m a t i o n  as s o o n  as it is known, wh ich  would 

have a ma te r i a l  e f f e c t  o n  n e t  o p e r a t i n g  income,  ra te  base, a n d  
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e 
cost of capital which occurred after the test year and was not 

incorporated in the filed testimony and exhibits. 

13. A detailed monthly income statement for each month 

after the test period including the month in which the hearing 

ends, as they become available. 

14. In Administrative Case No. 2 5 7 ,  the Detariffing of 

Customer Premise Equipment Purchased Subsequent to January I, 

1983, (Second Computer Inquiry FCC Docket  2 0 8 2 8 )  I the Commission 

required all jurisdictional telephone utilities to adopt the 

changes made by the FCC in part 34 of the Uniform System of 

Accounts. 

a. Has Highland adopted those changes? 

b. What effect  did these changes and/or detariffing 

have on the revenues of Highland for the t e s t  period? 
c. What change has  there been on the amount of lease 

revenue from terminal equipment? B e  specific. 

d. What adjustment has Highland made to it6 plant 

accounts, if any, due to these changes? 

15. Provide the utility's times interest earned ratio and 

debt service coverage ratio, as calculated by t h e  Rural 

Electrification Administration, for the test year and t h e  5 

preceding calendar years.  Include the data used to calculate each 

ratio. 

16. With regard to the phasing in of station connections, 

what portion did Highland expense during the test period. Were 

any adjustments made to the pro forma atatements to recognize full 

expensing of station connections. 
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17. The f o l l o w i n g  i t e m s  are l i s ted  i n  E x h i b i t  7 ,  Page 4 of 

15, but are n o t  i n c l u d e d  in the b i l l i n g  a n a l y s i s  for rate-making 

p u r p o s e s .  Please E x p l a i n .  

a. 

b. 

C .  

d o  

e. 

f. 

9. 

h .  

Six -Bu t ton  P u s h b u t t o n  Phone 

In t e rcom-  P u s h b u t t o n  

Ou tdoor  Phone 

E x p l o s i o n  Phone 

B e l l s ,  Chimes,  Horns ,  E x t e n s i o n  Bell 

I n t e r i o r  

Bell Chimes 

Horn w i t h  Relay 

18. Provide an estimate a s  to t h e  amount  of r e v e n u e  you 

expect to  receive from D i r e c t o r y  Assistance. 

19. Please e x p l a i n  w h y  r e v e n u e  from Amplified H a n d s e t s  and 

Local Co in  Call is n o t  i n c l u d e d  i n  t h e  b i l l i n g  a n a l y s i s .  

2 0 .  Using t h e  b i l l i n g  a n a l y s i s ,  Exhibit 2 7 ,  Page 2 of 2 ,  

t h e  proposed rates  will p r o d u c e  $694 ,626  a n n u a l l y .  E x h i b i t  10 ,  

Page 6 of 39 shows t h a t  the proposed rates s h o u l d  produce 

$652,994. Can you e x p l a i n  t h e  d i f f e r e n c e  of $41,6327 

Done a t  F r a n k f o r t ,  Kentucky,  this 9th day of July, 1984 .  

PUBLIC SERVICE COMMISSION 

/ u 4 g . / -  
For t h e  Commission 

ATTEST: 

Gecre t a r y  



Line 
NO. 

1. 

2. 

3. 

4. 

5 .  

Format 25c 0 
COMPANY NAME 

Case No. 8997 

KENTUCKY COMBINED OPERATIONS 

INCLUDED I N  OPERATING EXPENSES 
ACCOUNT NO- 323 - MISCELLANEOUS INCOME CHARGES 

I tern 
(a) 
- 

Contributions ( a )  

Membership fees and dues (a) 

Abandoned construction projects 

Other (itemize) 

Total 

(a) Detail attached 

Amount 
(b) 



COMPANY NAME 

CASE NO. 8997 

Professional Service Expenses  

For t h e  Twelve Months Ended 

Format 26 

Line 
No. I t e m  

1. Legal 
-- Total Rate Case Annual A u d i t  O t h e r  

2. 

3.  Accounting 

4.  O t h e r  

Eng inee r i ng 

5.  Total 


